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2Q�'HFHPEHU����������7LWOH�9,�RI�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW�,PSOHPHQWDWLRQ�$FW
�3XE��/���������������6WDW���������ZKLFK�LV�DOVR�NQRZQ�DV�WKH�&XVWRPV�0RGHUQL]DWLRQ�$FW�RU�³0RG�$FW�´
EHFDPH�HIIHFWLYH��7KHVH�SURYLVLRQV�DPHQGHG�PDQ\�VHFWLRQV�RI�WKH�7DULII�$FW�RI������DQG�UHODWHG�ODZV���7ZR
QHZ�FRQFHSWV�ZKLFK�HPHUJH�IURP�WKH�0RG�$FW�DUH�³LQIRUPHG�FRPSOLDQFH´�DQG�³VKDUHG�UHVSRQVLELOLW\�´
7KHVH�FRQFHSWV�DUH�SUHPLVHG�RQ�WKH�LGHD�WKDW�LQ�RUGHU�WR�PD[LPL]H�YROXQWDU\�FRPSOLDQFH�ZLWK�&XVWRPV�ODZV
DQG�UHJXODWLRQV��WKH�WUDGH�FRPPXQLW\�QHHGV�WR�EH�FOHDUO\�DQG�FRPSOHWHO\�LQIRUPHG�RI�LWV�OHJDO�REOLJDWLRQV�
$FFRUGLQJO\��WKH�0RG�$FW�LPSRVHV�D�JUHDWHU�REOLJDWLRQ�RQ�&XVWRPV�WR�SURYLGH�WKH�SXEOLF�ZLWK�LPSURYHG
LQIRUPDWLRQ�FRQFHUQLQJ�WKH�WUDGH�FRPPXQLW\
V�UHVSRQVLELOLWLHV�DQG�ULJKWV�XQGHU�WKH�&XVWRPV�DQG�UHODWHG�ODZV�
,Q� DGGLWLRQ��ERWK� WKH� WUDGH� DQG�&XVWRPV� VKDUH� UHVSRQVLELOLW\� LQ� FDUU\LQJ�RXW� LPSRUW� UHTXLUHPHQWV�� �)RU
H[DPSOH��XQGHU�VHFWLRQ�����RI�WKH�7DULII�$FW��DV�DPHQGHG������8�6�&���������WKH�LPSRUWHU�RI�UHFRUG�LV
UHVSRQVLEOH�IRU�XVLQJ�UHDVRQDEOH�FDUH�WR�HQWHU��FODVVLI\�DQG�YDOXH�LPSRUWHG�PHUFKDQGLVH��DQG�SURYLGH�DQ\
RWKHU� LQIRUPDWLRQ�QHFHVVDU\� WR�HQDEOH�&XVWRPV�WR�SURSHUO\�DVVHVV�GXWLHV��FROOHFW�DFFXUDWH�VWDWLVWLFV�DQG
GHWHUPLQH�ZKHWKHU�DQ\�RWKHU�DSSOLFDEOH�OHJDO�UHTXLUHPHQW�LV�PHW���7KH�&XVWRPV�6HUYLFH�LV�WKHQ�UHVSRQVLEOH
IRU�IL[LQJ�WKH�ILQDO�FODVVLILFDWLRQ�DQG�YDOXH�RI�WKH�PHUFKDQGLVH���7KH�IDLOXUH�RI�DQ�LPSRUWHU�RI�UHFRUG�WR
H[HUFLVH�UHDVRQDEOH�FDUH�PD\�OHDG�WR�GHOD\�LQ�WKH�UHOHDVH�RI�PHUFKDQGLVH�RU�WKH�LPSRVLWLRQ�RI�SHQDOWLHV�

7KLV�RIILFH�KDV�EHHQ�JLYHQ�D�PDMRU�UROH�LQ�PHHWLQJ�&XVWRPV�LQIRUPHG�FRPSOLDQFH�UHVSRQVLELOLWLHV�
,Q�RUGHU�WR�SURYLGH�LQIRUPDWLRQ�WR�WKH�SXEOLF��&XVWRPV�LQWHQGV�WR�LVVXH�D�VHULHV�RI�LQIRUPHG�FRPSOLDQFH
SXEOLFDWLRQV��DQG�SRVVLEO\�&'�520V�DQG�YLGHRV��RQ�WRSLFV�VXFK�DV�YDOXH��FODVVLILFDWLRQ��HQWU\�SURFHGXUHV�
GHWHUPLQDWLRQ� RI� FRXQWU\� RI� RULJLQ�� PDUNLQJ� UHTXLUHPHQWV�� LQWHOOHFWXDO� SURSHUW\� ULJKWV�� UHFRUGNHHSLQJ�
GUDZEDFN��SHQDOWLHV�DQG�OLTXLGDWHG�GDPDJHV��

7KH�1DWLRQDO�&RPPRGLW\�6SHFLDOLVW�'LYLVLRQ��2IILFH�RI�5HJXODWLRQV�	�5XOLQJV��KDV�SUHSDUHG�WKLV
SXEOLFDWLRQ� RQ� 1$)7$� (OLJLELOLW\� DQG� %XLOGLQJ� 6WRQH�� DV� SDUW� RI� D� VHULHV� RI� LQIRUPHG� FRPSOLDQFH
SXEOLFDWLRQV�DGYLVLQJ�WKH�WUDGH�FRPPXQLW\�RI�FKDQJHV�LQ�&XVWRPV�SURFHGXUHV�DV�D�UHVXOW�RI�WKH�0RG�$FW�
,W�LV�KRSHG�WKDW�WKLV�PDWHULDO��WRJHWKHU�ZLWK�VHPLQDUV�DQG�LQFUHDVHG�DFFHVV�WR�&XVWRPV�UXOLQJV��ZLOO�KHOS�WKH
WUDGH�FRPPXQLW\�LQ�LPSURYLQJ�YROXQWDU\�FRPSOLDQFH�ZLWK�WKH�&XVWRPV�ODZV�

7KH�LQIRUPDWLRQ�SURYLGHG�LQ�WKLV�SXEOLFDWLRQ�LV�IRU�JHQHUDO�LQIRUPDWLRQ�SXUSRVHV�RQO\���5HFRJQL]LQJ
WKDW�PDQ\�FRPSOLFDWHG�IDFWRUV�PD\�EH�LQYROYHG�LQ�FXVWRPV�LVVXHV��DQ�LPSRUWHU�PD\�ZLVK�WR�REWDLQ�D�UXOLQJ
XQGHU�3DUW�����RI�WKH�&XVWRPV�5HJXODWLRQV�����&)5�3DUW������RU�REWDLQ�DGYLFH�IURP�DQ�H[SHUW��VXFK�DV�D
OLFHQVHG�&XVWRPV�%URNHU��DWWRUQH\�RU�FRQVXOWDQW��ZKR�VSHFLDOL]HV�LQ�&XVWRPV�PDWWHUV���5HOLDQFH�VROHO\�RQ
WKH�JHQHUDO�LQIRUPDWLRQ�LQ�WKLV�SDPSKOHW�PD\�QRW�EH�FRQVLGHUHG�UHDVRQDEOH�FDUH�

&RPPHQWV�DQG�VXJJHVWLRQV�DUH�ZHOFRPHG��DQG�VKRXOG�EH�DGGUHVVHG�WR�WKH�$VVLVWDQW�&RPPLVVLRQHU
DW� WKH� 2IILFH� RI� 5HJXODWLRQV� DQG� 5XOLQJV�� 8�6�� &XVWRPV� 6HUYLFH�� ����� 3HQQV\OYDQLD� $YHQXH�� 1�:��
:DVKLQJWRQ��'�&���������

6WXDUW�3��6HLGHO
$VVLVWDQW�&RPPLVVLRQHU
2IILFH�RI�5HJXODWLRQV�DQG�5XOLQJV
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1$)7$�(OLJLELOLW\�DQG�%XLOGLQJ�6WRQH

,QWURGXFWLRQ

8QGHU�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��LQYROYLQJ�WKH�8QLWHG�6WDWHV�
&DQDGD�DQG�0H[LFR���PHUFKDQGLVH�SURGXFHG�LQ�1$)7$�FRXQWULHV�PD\�EH�HOLJLEOH�IRU
UHGXFHG�UDWHV�RI�GXW\�XQGHU�FHUWDLQ�FLUFXPVWDQFHV���7KH�UXOHV�RI�1$)7$�HOLJLELOLW\�DUH
RXWOLQHG�LQ�*HQHUDO�1RWH����RI�WKH�+DUPRQL]HG�7DULII�6FKHGXOH�RI�WKH�8QLWHG�6WDWHV
�+76��

7KLV� SXEOLFDWLRQ� ZLOO� GHDO� H[FOXVLYHO\� ZLWK� WKH� 1$)7$� HOLJLELOLW\� UXOHV� IRU
PRQXPHQWDO�DQG�EXLOGLQJ�VWRQH���L�H���ZKHWKHU�RU�QRW�D�SDUWLFXODU�LPSRUWDWLRQ�RI�VWRQH
IURP�D�1$)7$�FRXQWU\�LV�VXEMHFW�WR�WKH�ORZHU�1$)7$�UDWHV�RI�GXW\���7KH�$QQH[����
UXOHV�IRU�GHWHUPLQLQJ�WKH�FRXQWU\�RI�RULJLQ�RI�1$)7$�JRRGV�DUH�VHW�IRUWK�LQ����&)5
3DUW�������6HH�7�'���������SXEOLVKHG�LQ����)HG�5HJ��������-XQH������������3XUVXDQW�WR
$QQH[�����RI�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$FW��WKHVH�UXOHV�VKRXOG�EH�XVHG�ZKHQ�ZH
GHWHUPLQH�WKH�FRXQWU\�RI�RULJLQ�RI�JRRGV�SURFHVVHG�LQ�&DQDGD�RU�0H[LFR�IRU�PDUNLQJ
SXUSRVHV���7KH�FRXQWU\�RI�RULJLQ�UXOHV�DUH�DOVR�XVHG�ZKHQ�ZH�GHWHUPLQH�ZKHWKHU�WKH
&$�RU�0;�UDWH�LV�DSSOLFDEOH�WR�RULJLQDWLQJ�JRRGV�WKDW�KDYH�EHHQ�SURFHVVHG�LQ�PRUH�WKDQ
RQH�1$)7$�FRXQWU\�SULRU�WR�LPSRUWDWLRQ�LQWR�WKH�8QLWHG�6WDWHV���$�IXWXUH�SXEOLFDWLRQ
ZLOO�GLVFXVV�WKH�DSSOLFDWLRQ�RI�WKHVH�UXOHV�WR�PRQXPHQWDO�RU�EXLOGLQJ�VWRQH�

8QGHU�*HQHUDO�1RWH� ���E�� RI� WKH�+76�� JRRGV�ZKLFK� DUH�ZKROO\� REWDLQHG� RU
SURGXFHG� HQWLUHO\� LQ� D�1$)7$� FRXQWU\� DUH� HOLJLEOH� IRU�1$)7$� WUHDWPHQW�� � 7KXV�
PRQXPHQWDO�RU�EXLOGLQJ�VWRQH�ZKLFK�LV�H[WUDFWHG�IURP�WKH�HDUWK�LQ�D�1$)7$�FRXQWU\
�PHUFKDQGLVH�FODVVLILDEOH� LQ�&KDSWHU����RI� WKH�+76�� LV� FOHDUO\�HOLJLEOH� IRU�1$)7$
VWDWXV���,Q�DGGLWLRQ��1$)7$�ZRXOG�EH�DSSOLFDEOH�WR�ZRUNHG�PRQXPHQWDO�RU�EXLOGLQJ
VWRQH�DQG�DUWLFOHV�RI�PRQXPHQWDO�RU�EXLOGLQJ�VWRQH��&KDSWHU����PHUFKDQGLVH��SURGXFHG
LQ�D�1$)7$�FRXQWU\�H[FOXVLYHO\�IURP�VWRQH�PDWHULDO�ZKLFK�ZDV�H[WUDFWHG�IURP�WKH
HDUWK�RI�D�1$)7$�FRXQWU\�

7KH�VLWXDWLRQV�GHVFULEHG�DERYH�DUH�UHODWLYHO\�VWUDLJKWIRUZDUG���7KLV�SXEOLFDWLRQ�ZLOO
IRFXV� SULPDULO\� RQ� WKH� PRUH� FRPSOH[� DUHD� RI� WDULII� VKLIWV�� � *RRGV� ZKLFK� ZHUH
WUDQVIRUPHG�LQ�WKH�WHUULWRU\�RI�D�1$)7$�FRXQWU\�DUH�HOLJLEOH�IRU�1$)7$�VWDWXV�ZKHQ
HDFK� RI� WKH� QRQ�RULJLQDWLQJ�PDWHULDOV� XVHG� LQ� WKH� SURGXFWLRQ� RI� WKH� PHUFKDQGLVH
XQGHUZHQW�D�FKDQJH�LQ�WDULII�FODVVLILFDWLRQ�GHVFULEHG�LQ�*HQHUDO�1RWH����W��

:KHQ�VWRQH�RULJLQDWLQJ�LQ�D�QRQ�1$)7$�FRXQWU\�LV�IXUWKHU�ZRUNHG�LQ�D�1$)7$
FRXQWU\��WKH�ILQLVKHG�SURGXFW�PD\�RU�PD\�QRW�TXDOLI\�IRU�1$)7$�VWDWXV���&HUWDLQ�WDULII
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VKLIWV��FKDQJHV�LQ�FODVVLILFDWLRQ�IURP�RQH�WDULII�SURYLVLRQ�WR�DQRWKHU��DUH�HOLJLEOH�IRU
1$)7$�WUHDWPHQW�ZKLOH�RWKHU�WDULII�VKLIWV�GR�QRW�TXDOLI\�IRU�1$)7$�VWDWXV�� �7KLV
SXEOLFDWLRQ�ZLOO�GLVFXVV�WKH�SHUPLVVLEOH�DQG�LPSHUPLVVLEOH�WDULII�VKLIWV�IRU�PRQXPHQWDO
DQG�EXLOGLQJ�VWRQH�

7$5,))�6+,)76

:KHQ�VWRQH�PDWHULDO�RULJLQDWLQJ� LQ�D�QRQ�1$)7$�FRXQWU\� LV�SURFHVVHG�WR�D
FHUWDLQ�H[WHQW�LQ�D�1$)7$�FRXQWU\��WKH�ILQLVKHG�SURGXFW�PD\�RU�PD\�QRW�TXDOLI\�IRU
1$)7$� WUHDWPHQW�� � 7KLV� GHWHUPLQDWLRQ� LV� GHSHQGHQW� RQ� WKH� SUHFLVH� GHJUHH� RI
SURFHVVLQJ�SHUIRUPHG�DQG�ZKHWKHU�RU�QRW�WKLV�ZRUN�FRQVWLWXWHV�DQ�DOORZDEOH�WDULII�VKLIW
XQGHU�*HQHUDO�1RWH����W��

7KH�GLVFXVVLRQ�RI�WDULII�VKLIWV�LQ�WKLV�SXEOLFDWLRQ�DVVXPHV�WKDW�WKH�UHDGHU�KDV
NQRZOHGJH�RI�WKH�SULQFLSOHV�ZKLFK�JRYHUQ�WKH�FODVVLILFDWLRQ�RI�EXLOGLQJ�VWRQH���7KHVH
SULQFLSOHV�ZHUH�H[SODLQHG�LQ�WKH�SXEOLFDWLRQV�RQ�EXLOGLQJ�VWRQH�ZKLFK�KDYH�EHHQ�LVVXHG
SUHYLRXVO\��VHH�WKH�,QIRUPHG�&RPSOLDQFH�3XEOLFDWLRQV�RQ�0$5%/(�DQG�*5$1,7(��
7KH�HDUOLHU�SXEOLFDWLRQV�GLVFXVVHG�YDULRXV�+76�SURYLVLRQV�IRU�EXLOGLQJ�VWRQH��LQFOXGLQJ
YDULRXV�VXEKHDGLQJV�XQGHU�KHDGLQJV������������DQG�������DQG�H[SODLQHG�GLVWLQFWLRQV
LQ�FODVVLILFDWLRQ�ZKLFK�DUH�EDVHG�RQ�WKH�GHJUHH�WR�ZKLFK�D�VWRQH�KDV�EHHQ�ZRUNHG�
7KHVH� GLVWLQFWLRQV� DUH� FUXFLDO� WR� DQ� XQGHUVWDQGLQJ� RI� WKH� SHUPLVVLEOH� DQG
LPSHUPLVVLEOH�WDULII�VKLIWV�IRU�VWRQH�XQGHU�1$)7$�

$�JUHDW�GHDO�RI�PRQXPHQWDO�DQG�EXLOGLQJ�VWRQH�HOLJLEOH�IRU�UHGXFHG�UDWHV�RI�GXW\
XQGHU�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$FW��1$)7$��LV�SURGXFHG�LQ�1$)7$�FRXQWULHV�
+RZHYHU��WKH�1$)7$�FRXQWULHV�DOVR�LPSRUW�D�JUHDW�GHDO�RI�VWRQH�IURP�QRQ�1$)7$
FRXQWULHV���,Q�VRPH�LQVWDQFHV�WKLV�VWRQH�LV�ZRUNHG�VXIILFLHQWO\�LQ�WKH�1$)7$�FRXQWU\
WR�SHUPLW�1$)7$�WUHDWPHQW� �L�H���ZKHQ�DQ�DOORZDEOH� WDULII� VKLIW�KDV� WDNHQ�SODFH��
+RZHYHU�� LQ� RWKHU� LQVWDQFHV�DQ�DOORZDEOH� WDULII� VKLIW�KDV�QRW� WDNHQ�SODFH�DQG� WKH
PHUFKDQGLVH�LV�QRW�HOLJLEOH�IRU�1$)7$�WUHDWPHQW�

:KLOH�VRPH�VWRQH�LPSRUWHG�LQWR�WKH�8QLWHG�6WDWHV�IURP�&DQDGD�RU�0H[LFR�LV
HOLJLEOH�IRU�1$)7$�WUHDWPHQW��RWKHU�LPSRUWDWLRQV�RI�VWRQH�IURP�WKHVH�FRXQWULHV�IDLO�WR
TXDOLI\�IRU�1$)7$�VWDWXV�� �,PSRUWHUV�PXVW�NQRZ�ZKHWKHU�RU�QRW�WKH�PHUFKDQGLVH
RULJLQDWHG�LQ�WKH�1$)7$�FRXQWU\���,I�WKH�VWRQH�RULJLQDWHG�LQ�D�QRQ�1$)7$�FRXQWU\�DQG
ZDV�WKHQ�ZRUNHG�LQ�D�1$)7$�FRXQWU\��WKH�VKLSSHU�LQ�&DQDGD�RU�0H[LFR�PXVW�UHWDLQ
UHFRUGV�SURYLGLQJ�LQIRUPDWLRQ�RQ�WKH�SUHFLVH�IRUP�LQ�ZKLFK�WKH�PHUFKDQGLVH�DUULYHG
LQ�WKH�1$)7$�FRXQWU\�DQG�WKH�SUHFLVH�H[WHQW�RI�WKH�ZRUN�SHUIRUPHG�LQ�WKH�1$)7$
FRXQWU\�� � 7KLV� LQIRUPDWLRQ� LV� FUXFLDO� WR� RXU� GHWHUPLQDWLRQ� RI� ZKHWKHU� RU� QRW� DQ
DOORZDEOH�WDULII�VKLIW�KDV�WDNHQ�SODFH�DQG�ZKHWKHU�RU�QRW�WKH�VWRQH�TXDOLILHV�IRU�1$)7$
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WUHDWPHQW�

:H�ZLOO�QRZ�SUHVHQW�D�GLVFXVVLRQ�RI�WKH�UXOHV�UHJDUGLQJ�1$)7$�HOLJLELOLW\�DQG
WDULII�VKLIWV�IRU�LPSRUWDWLRQV�RI�YDULRXV�EXLOGLQJ�VWRQHV�FODVVLILDEOH�XQGHU�VSHFLILF�+76
SURYLVLRQV�

68%+($',1*6���������$1'��������

5HJDUGLQJ� LPSRUWDWLRQV� RI� PHUFKDQGLVH� FODVVLILDEOH� LQ� &KDSWHU� ���
*HQHUDO�1RWH����WR�WKH�+76�RQO\�DOORZV�WDULII�VKLIWV� IURP�RWKHU�FKDSWHUV�
*HQHUDO�1RWH����W��SHUPLWV�D��FKDQJH�WR�KHDGLQJV������WKURXJK������IURP�DQ\
RWKHU�FKDSWHU��

%\�WKHLU�YHU\�QDWXUH��PRVW�&KDSWHU����LWHPV��FUXGH�VWRQHV�DQG�PLQHUDOV��RU
VWRQHV� DQG� PLQHUDOV� ZRUNHG� RQO\� WR� D� YHU\� VOLJKW� H[WHQW�� DUH� QRW� OLNHO\� WR� KDYH
XQGHUJRQH� WDULII� VKLIWV� IURP� RWKHU� FKDSWHUV�� � 0RVW� &KDSWHU� ��� PHUFKDQGLVH
TXDOLILHV�IRU�1$)7$�WUHDWPHQW�RQO\�ZKHQ�WKH�SURGXFW�LV�ZKROO\�REWDLQHG�RU
SURGXFHG� LQ� D� 1$)7$� FRXQWU\�� � 7KXV�� FUXGH� RU� URXJKO\� WULPPHG� PDUEOH
�FODVVLILDEOH�LQ�VXEKHDGLQJ�������������TXDUULHG�LQ�D�1$)7$�FRXQWU\�FOHDUO\�TXDOLILHV
IRU�1$)7$�WUHDWPHQW�� �0DUEOH�TXDUULHG� LQ�D�1$)7$�FRXQWU\�DQG��PHUHO\�FXW��E\
VDZLQJ�RU�RWKHUZLVH��LQWR�EORFNV�RU�VODEV�RI�D�UHFWDQJXODU�VKDSH��LQ�D�1$)7$�FRXQWU\
�VXEKHDGLQJ�������������ZRXOG�DOVR�TXDOLI\�IRU�1$)7$�WUHDWPHQW�

,Q� RUGHU� WR� TXDOLI\� IRU�1$)7$� WUHDWPHQW�� VWRQH� FODVVLILDEOH� LQ� VXEKHDGLQJV
��������DQG���������PXVW�EH�TXDUULHG�LQ�D�1$)7$�FRXQWU\�DQG�WKH�FXWWLQJ�PXVW�WDNH
SODFH�LQ�D�1$)7$�FRXQWU\���+RZHYHU��WDULII�VKLIWV�IURP�RQH�VXEKHDGLQJ�WR�DQRWKHU
ZLWKLQ�KHDGLQJ�������RU�DQ\�RWKHU�VKLIWV�ZLWKLQ�&KDSWHU�����DUH�QRW�SHUPLWWHG�

([DPSOH�� �&UXGH�RU� URXJKO\� WULPPHG�PDUEOH� ���������� IURP�,WDO\� LV
�PHUHO\� FXW�� E\� VDZLQJ� RU� RWKHUZLVH�� LQWR� EORFNV� RU� VODEV� RI� D
UHFWDQJXODU� VKDSH�� ������������� LQ� &DQDGD"� 'RHV� WKH� PHUFKDQGLVH
TXDOLI\�IRU�1$)7$�WUHDWPHQW"

$QVZHU�� 1R�� *HQHUDO� 1RWH� ��� GRHV� QRW� SHUPLW� WDULII� VKLIWV� ZLWKLQ
&KDSWHU������7KH�VKLIW�IURP���������WR���������LV�QRW�DQ�DOORZDEOH�WDULII
VKLIW�

,Q� WKH� VDPH� PDQQHU�� FUXGH� PDUEOH� ���������� IURP� D� QRQ�1$)7$� FRXQWU\
FRQYHUWHG�LQWR�PDUEOH�FKLSV�����������LQ�D�1$)7$�FRXQWU\�GRHV�QRW�TXDOLI\�IRU�1$)7$
WUHDWPHQW��VLQFH�WDULII�VKLIWV�ZLWKLQ�&KDSWHU����DUH�QRW�SHUPLWWHG�
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&UXGH�RU�URXJKO\�WULPPHG�OLPHVWRQH�ZLWK�DQ�DSSDUHQW�VSHFLILF�JUDYLW\�RI�����RU
PRUH�LV�FODVVLILDEOH�LQ�VXEKHDGLQJ�������������+76��ZKHQ�WKLV�SURGXFW�LV�TXDUULHG�LQ
D�1$)7$�FRXQWU\�� LW�FOHDUO\�TXDOLILHV�IRU�1$)7$�WUHDWPHQW��,Q�WKH�VDPH�PDQQHU�
ZKHQ� FUXGH� OLPHVWRQH�TXDUULHG� LQ�D�1$)7$�FRXQWU\� LV� �PHUHO\� FXW�� E\� VDZLQJ�RU
RWKHUZLVH�� LQWR� EORFNV� RU� VODEV� RI� D� UHFWDQJXODU� VKDSH�� LQ� D�1$)7$� FRXQWU\�� WKLV
PHUFKDQGLVH��DOVR�FODVVLILDEOH�LQ�������������ZRXOG�TXDOLI\�IRU�1$)7$�VWDWXV�

+RZHYHU��ZKHQ� FUXGH� OLPHVWRQH� �FODVVLILDEOH� LQ����������TXDUULHG� LQ�D�QRQ�
1$)7$� FRXQWU\� LV� �PHUHO\� FXW�� E\� VDZLQJ� RU� RWKHUZLVH� LQWR� EORFNV� RU� VODEV� RI� D
UHFWDQJXODU�VKDSH��LQ�D�1$)7$�FRXQWU\��WKLV�PHUFKDQGLVH��DOVR�FODVVLILDEOH�LQ���������
ZRXOG�QRW�TXDOLI\�IRU�1$)7$�WUHDWPHQW���1R�WDULII�VKLIW�KDV�WDNHQ�SODFH�

6LQFH� WDULII� VKLIWV� ZLWKLQ� &KDSWHU� ��� DUH� QRW� SHUPLWWHG�� FUXGH� OLPHVWRQH
����������IURP�D�QRQ�1$)7$�FRXQWU\�FRQYHUWHG�LQWR�OLPHVWRQH�FKLSV�����������LQ�D
1$)7$�FRXQWU\�ZRXOG�DOVR�QRW�TXDOLI\�IRU�1$)7$�VWDWXV�

68%+($',1*6���������DQG��������

&UXGH� RU� URXJKO\� WULPPHG� JUDQLWH� �VXEKHDGLQJ� ������������ TXDUULHG� LQ� D
1$)7$�FRXQWU\�FOHDUO\�TXDOLILHV�IRU�1$)7$�WUHDWPHQW���1$)7$�VWDWXV�ZRXOG�DOVR�EH
DFFRUGHG� WR� JUDQLWH� TXDUULHG� LQ� D�1$)7$� FRXQWU\� DQG� �PHUHO\� FXW�� E\� VDZLQJ� RU
RWKHUZLVH��LQWR�EORFNV�RI�D�UHFWDQJXODU�VKDSH���VXEKHDGLQJ�������������LQ�D�1$)7$
FRXQWU\��+RZHYHU��WDULII�VKLIWV�DUH�QRW�SHUPLWWHG�ZLWKLQ�&KDSWHU����

([DPSOH���&UXGH�JUDQLWH�����������TXDUULHG�LQ�,WDO\�LV��PHUHO\�FXW��E\
VDZLQJ� RU� RWKHUZLVH�� LQWR� EORFNV� RU� VODEV� RI� D� UHFWDQJXODU� VKDSH�
����������LQ�&DQDGD���,V�WKH�PHUFKDQGLVH�HOLJLEOH�IRU�D�UHGXFHG�UDWH�RI
GXW\�XQGHU�1$)7$"

$QVZHU��1R���7KH�VKLIW�IURP�VXEKHDGLQJ���������WR�VXEKHDGLQJ��������
LV�QRW�DQ�DOORZDEOH�WDULII�VKLIW�

,Q�DGGLWLRQ��FUXGH�JUDQLWH�����������IURP�D�QRQ�1$)7$�FRXQWU\�FRQYHUWHG�LQWR
JUDQLWH�FKLSV�����������LQ�D�1$)7$�FRXQWU\�GRHV�QRW�TXDOLI\�IRU�1$)7$�VWDWXV��VLQFH
VKLIWV�ZLWKLQ�&KDSWHU����DUH�QRW�SHUPLWWHG�

68%+($',1*��������
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7KH�SULQFLSOHV�RXWOLQHG�DERYH�DOVR�DSSO\�WR�RWKHU�PRQXPHQWDO�RU�EXLOGLQJ�VWRQH
FODVVLILDEOH� LQ� ������������ � &UXGH� RU� URXJKO\� WULPPHG� VHUSHQWLQH�� EDVDOW�� GLRULWH�
JDEEUR��GLDEDVH��V\HQLWH�RU�JQHLVV��VXEKHDGLQJ����������TXDUULHG�LQ�D�1$)7$�FRXQWU\
TXDOLILHV� IRU�1$)7$� VWDWXV�� �:KHQ� WKH� VDPH� FUXGH� VWRQHV� TXDUULHG� LQ� D�1$)7$
FRXQWU\�DUH��PHUHO\�FXW��E\�VDZLQJ�RU�RWKHUZLVH��LQWR�EORFNV�RI�D�UHFWDQJXODU�VKDSH��LQ
D�1$)7$�FRXQWU\��WKLV�PHUFKDQGLVH��DOVR�FODVVLILDEOH�LQ����������LV�HOLJLEOH�IRU�1$)7$
WUHDWPHQW�

+RZHYHU��ZKHQ�FUXGH�VHUSHQWLQH��EDVDOW��GLRULWH��JDEEUR��GLDEDVH��V\HQLWH�RU
JQHLVV��FODVVLILDEOH�LQ����������TXDUULHG�LQ�D�QRQ�1$)7$�FRXQWU\�LV��PHUHO\�FXW�E\
VDZLQJ�RU�RWKHUZLVH�LQWR�EORFNV�RU�VODEV�RI�D�UHFWDQJXODU�VKDSH��LQ�D�1$)7$�FRXQWU\�
WKLV�PHUFKDQGLVH��DOVR�FODVVLILDEOH�LQ����������ZRXOG�QRW�EH�HOLJLEOH�IRU�1$)7$�VWDWXV�
1R�WDULII�VKLIW�KDV�WDNHQ�SODFH�

68%+($',1*��������

&OHDUO\�&KDSWHU���� VWRQH�TXDUULHG� LQ�D�1$)7$� FRXQWU\� DQG�SURFHVVHG� LQWR
ZRUNHG�VWRQH��������LQ�D�1$)7$�FRXQWU\�TXDOLILHV�IRU�1$)7$�WUHDWPHQW���,Q�DGGLWLRQ�
*HQHUDO�1RWH����WR�WKH�+76�SHUPLWV�1$)7$�WUHDWPHQW�IRU������PHUFKDQGLVH
�ZRUNHG�PRQXPHQWDO�RU�EXLOGLQJ�VWRQH��LI�D�WDULII�VKLIW�WRRN�SODFH�IURP�DQ\
RWKHU�FKDSWHU���*HQHUDO�1RWH����W��VSHFLILFDOO\�DOORZV�VKLIWV�WR�KHDGLQJV�����
WKURXJK������IURP�DQ\�RWKHU�FKDSWHU�

([DPSOH����&UXGH�RU�URXJKO\�WULPPHG�PDUEOH�����������IURP�6SDLQ�LV
FRQYHUWHG�LQWR�ZRUNHG�PDUEOH�����������LQ�&DQDGD��H�J���LW�LV�SROLVKHG
RU�JURXQG�RU�FKDPIHUHG�LQ�&DQDGD���,V�WKLV�PHUFKDQGLVH�HOLJLEOH�IRU�D
UHGXFHG�UDWH�RI�GXW\�XQGHU�1$)7$"

$QVZHU��<HV��7KH�VKLIW�IURP���������WR���������LV�DOORZDEOH���$Q\�VKLIW
IURP�KHDGLQJ������WR�KHDGLQJ�������LQ�IDFW��DQ\�VKLIW�IURP�&KDSWHU���
WR�&KDSWHU�����ZRXOG�EH�SHUPLWWHG�XQGHU�*HQHUDO�1RWH����W��

+RZHYHU��*HQHUDO�1RWH����GRHV�QRW�SHUPLW�WDULII�VKLIWV�ZLWKLQ�KHDGLQJ
�������,I�PDUEOH�LV�SURFHVVHG�LQ�D�QRQ�1$)7$�FRXQWU\�WR�D�SRLQW�ZKHUH�LW�LV�FODVVLILDEOH
LQ���������DQG�DGGLWLRQDO�SURFHVVLQJ�VWHSV�DUH�WKHQ�SHUIRUPHG�LQ�D�1$)7$�FRXQWU\
�ZLWK�WKH�FODVVLILFDWLRQ�UHPDLQLQJ�LQ�����������WKH�PHUFKDQGLVH�ZRXOG�QRW�EH�HOLJLEOH
IRU�1$)7$�WUHDWPHQW�EHFDXVH�QR�WDULII�VKLIW�KDV�WDNHQ�SODFH���)XUWKHUPRUH��1$)7$
VWDWXV�ZRXOG�QRW�DSSO\�WR�PDUEOH�ZKLFK� LV�VLPSO\�FXW�RU�VDZQ�ZLWK�D� IODW�RU�HYHQ
VXUIDFH� �FXW� EH\RQG� WKH� SRLQW� DOORZDEOH� LQ� &KDSWHU� ���� LQ� D� QRQ�1$)7$� FRXQWU\
����������DQG�WKHQ�VXEMHFWHG�WR�IXUWKHU�SURFHVVLQJ�LQ�D�1$)7$�FRXQWU\�������������7KH
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VKLIW�IURP�VXEKHDGLQJ���������WR�VXEKHDGLQJ���������LV�QRW�DQ�DOORZDEOH�WDULII�VKLIW
XQGHU�1$)7$�

5HDGHUV�RI�WKLV�SXEOLFDWLRQ�VKRXOG�UHYLHZ�WKH�FODVVLILFDWLRQ�SULQFLSOHV�H[SODLQHG
LQ�RXU�SUHYLRXV�,QIRUPHG�&RPSOLDQFH�3XEOLFDWLRQV��0$5%/(�DQG�*5$1,7(����,Q
SDUWLFXODU�� RQH� VKRXOG� XQGHUVWDQG� WKH� GLVWLQFWLRQV� EHWZHHQ� VWRQH� FODVVLILDEOH� LQ
&KDSWHU����DQG�VWRQH�FODVVLILDEOH�LQ�KHDGLQJ�������DV�ZHOO�DV�WKH�GLVWLQFWLRQV�EHWZHHQ
GLIIHUHQW�&KDSWHU����VXEKHDGLQJV�DQG�GLIIHUHQW������VXEKHDGLQJV���7KLV�LQIRUPDWLRQ
LV�FUXFLDO�VLQFH�WDULII�VKLIWV�IURP������RU������WR������DUH�SHUPLVVLEOH�ZKLOH�VKLIWV
EHWZHHQ�GLIIHUHQW�&KDSWHU����VXEKHDGLQJV�DQG�EHWZHHQ�GLIIHUHQW������VXEKHDGLQJV�DUH
LPSHUPLVVLEOH�

$V�H[SODLQHG�LQ�WKH�SUHYLRXV�SXEOLFDWLRQV��DQ\�RQH�RI�QXPHURXV�RSHUDWLRQV��H�J��
GUHVVLQJ�ZLWK�D�SLFN��EXVKLQJ�KDPPHU�RU�FKLVHO��VDQG�GUHVVLQJ��JULQGLQJ��SROLVKLQJ�
FKDPIHULQJ��HWF���FDQ�VKLIW�WKH�FODVVLILFDWLRQ�RI�D�SURGXFW�IURP����������FUXGH�PDUEOH�
WR����������ZRUNHG�PDUEOH����6HH�WKH�([SODQDWRU\�1RWHV�WR�KHDGLQJV������DQG������
:KHQ���������PHUFKDQGLVH� IURP�D�QRQ�1$)7$�FRXQWU\� LV� FRQYHUWHG� LQWR��������
PHUFKDQGLVH�LQ�D�1$)7$�FRXQWU\��DQ�DOORZDEOH�WDULII�VKLIW�KDV�WDNHQ�SODFH�DQG�WKH
VWRQH�ZLOO�TXDOLI\�IRU�1$)7$�WUHDWPHQW�

+RZHYHU��ZKHQ�FHUWDLQ�&KDSWHU����RSHUDWLRQV�DUH�SHUIRUPHG�LQ�WKH�QRQ�1$)7$
FRXQWU\�DQG�DGGLWLRQDO�RSHUDWLRQV�DUH�WKHQ�SHUIRUPHG�LQ�WKH�1$)7$�FRXQWU\��L�H��
ZKHQ� ��������PHUFKDQGLVH� IURP� D� QRQ�1$)7$� FRXQWU\� LV� IXUWKHU� SURFHVVHG� LQ� D
1$)7$�FRXQWU\�DQG�UHPDLQV�FODVVLILDEOH�LQ�����������QR�WDULII�VKLIW�KDV�WDNHQ�SODFH
DQG�WKH�PHUFKDQGLVH�ZLOO�QRW�TXDOLI\�IRU�1$)7$�VWDWXV�

([DPSOH�����0DUEOH�LV�JURXQG��FKDPIHUHG�RU�EHYHOHG�LQ�,WDO\����������
DQG�WKHQ�SROLVKHG�LQ�&DQDGD�������������'RHV�WKLV�SURGXFW�TXDOLI\�IRU
1$)7$�WUHDWPHQW"

$QVZHU��1R���,Q�WKLV�VLWXDWLRQ�QR�WDULII�VKLIW�KDV�WDNHQ�SODFH�DQG�WKH
PHUFKDQGLVH�ZRXOG�QRW�TXDOLI\�IRU�1$)7$�VWDWXV�

([DPSOH����$�PDUEOH�VODE�IURP�6SDLQ��������������LV�ZRUNHG�EH\RQG�WKH
SRLQW� RI� EHLQJ� D� VODE� DQG� FRQYHUWHG� LQWR� ����������� PHUFKDQGLVH
�0DUEOH��2WKHU��LQ�&DQDGD��H�J���LW�LV�FXW�RU�EHYHOHG�PRUH�WKDQ�WKUHH
WKLUW\�VHFRQGV�RI�DQ�LQFK�LQ�&DQDGD����,V�WKLV�LWHP�HOLJLEOH�IRU�D�UHGXFHG
UDWH�RI�GXW\�XQGHU�1$)7$"

$QVZHU���1R���$�FKDQJH�LQ�FODVVLILFDWLRQ�IURP��������������0DUEOH��6ODEV��
WR������������ ��0DUEOH��2WKHU��� LV�QRW�DQ�DOORZDEOH� WDULII� VKLIW�XQGHU
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1$)7$���7KXV��1$)7$�VWDWXV�ZLOO�QRW�EH�JUDQWHG�ZKHQ�D�PDUEOH��VODE�
IURP�D�QRQ�1$)7$�FRXQWU\��������������LV�ZRUNHG�EH\RQG�WKH�SRLQW�RI
EHLQJ�D�VODE�DQG�FRQYHUWHG�LQWR������������PHUFKDQGLVH�LQ�D�1$)7$
FRXQWU\�� � �2XU� HDUOLHU� SXEOLFDWLRQ� RQ�0$5%/(� H[SODLQV� WKH� GLVWLQFWLRQV
EHWZHHQ�D�PDUEOH��VODE���������������DQG�PDUEOH�ZRUNHG�EH\RQG�WKH�SRLQW�RI
EHLQJ�D�VODE���������������

([DPSOH����0DUEOH�LV��VLPSO\�FXW�RU�VDZQ��ZLWK�D�IODW�RU�HYHQ�VXUIDFH�
����������LQ�,WDO\�DQG�WKHQ�IXUWKHU�ZRUNHG�LQ�DQ\�ZD\��H�J���EHYHOHG�RU
FKDPIHUHG� RU� SROLVKHG�� HWF��� LQ� &DQDGD� ����������� � 'RHV� WKLV
PHUFKDQGLVH�TXDOLI\�IRU�1$)7$�WUHDWPHQW"

$QVZHU�� �1R��$�FKDQJH�LQ�FODVVLILFDWLRQ�IURP�VXEKHDGLQJ����������WR
VXEKHDGLQJ���������LV�QRW�DQ�DOORZDEOH�WDULII�VKLIW��2Q�WKH�RWKHU�KDQG�
PDUEOH�ZKLFK� LV� �PHUHO\�FXW��E\�VDZLQJ�RU�RWKHUZLVH� LQWR�EORFNV�RU
VODEV�RI�D�UHFWDQJXODU�VKDSH��LQ�D�QRQ�1$)7$�FRXQWU\��������������DQG
WKHQ� IXUWKHU� ZRUNHG� LQ� DQ\� ZD\� �H�J��� SROLVKHG�� EHYHOHG�� HWF��� LQ� D
1$)7$�FRXQWU\�����������ZRXOG�TXDOLI\�IRU�1$)7$�WUHDWPHQW��VLQFH�WKH
VKLIW�IURP�KHDGLQJ������WR�KHDGLQJ������LV�DQ�DOORZDEOH�WDULII�VKLIW�

7KH� H[DPSOHV� GLVFXVVHG� DERYH� LQGLFDWH� WKH� VLJQLILFDQFH� RI� WKH� GLVWLQFWLRQ
EHWZHHQ�WKH�W\SH�RI�FXWWLQJ�DQG�VDZLQJ�GHVFULEHG�LQ�KHDGLQJ������DQG�WKH�W\SH�RI
FXWWLQJ�DQG� VDZLQJ� UHIHUUHG� WR� LQ� WKH��������SURYLVLRQV�� �7KLV� GLVWLQFWLRQ� LV� RIWHQ
FUXFLDO�VLQFH�VKLIWV�IURP�KHDGLQJ������WR�KHDGLQJ������DUH�SHUPLVVLEOH�XQGHU�1$)7$
ZKLOH�VKLIWV�IURP�WKH��������SURYLVLRQV�WR�WKH��������SURYLVLRQV�DUH�QRW�DOORZDEOH�

:KLOH�VLPSOH�FXWWLQJ�IURP�WKH�TXDUU\�EORFN�LV�SHUPLWWHG�IRU�VWRQH�FODVVLILDEOH�LQ
&KDSWHU� ���� DQ\� FXWWLQJ� ZKLFK� JRHV� EH\RQG� WKLV� SRLQW� �H�J�� VPRRWKLQJ� WKH� VWRQH�
UHTXLUHV� FODVVLILFDWLRQ� LQ� &KDSWHU� ���� � 6HH� RXU� SUHYLRXV� SXEOLFDWLRQV� RQ� WKH
FODVVLILFDWLRQ�RI�VWRQH��0$5%/(��DQG�*5$1,7(��DV�ZHOO�DV�WKH�([SODQDWRU\�1RWHV
WR�KHDGLQJV������DQG������IRU�GHWDLOV�RQ�WKH�W\SH�RI�FXWWLQJ�SHUPLWWHG�LQ�&KDSWHU���
DQG�WKH�W\SH�RI�FXWWLQJ�ZKLFK�GLFWDWHV�FODVVLILFDWLRQ�LQ�&KDSWHU����

68%+($',1*��������

:KHQ�FUXGH�RU�URXJKO\�WULPPHG�OLPHVWRQH�����������IURP�D�QRQ�1$)7$
FRXQWU\�LV�FRQYHUWHG�LQWR�ZRUNHG�OLPHVWRQH�����������LQ�D�1$)7$�FRXQWU\
�H�J���LW�LV�SROLVKHG�RU�JURXQG�RU�FKDPIHUHG�LQ�WKH�1$)7$�FRXQWU\���WKH�VWRQH
ZRXOG�EH� HOLJLEOH� IRU�1$)7$� WUHDWPHQW�� � �*HQHUDO�1RWH� ���W�� DOORZV� VKLIWV� WR
KHDGLQJV� ����� WKURXJK� ����� IURP� DQ\� RWKHU� FKDSWHU��� +RZHYHU�� ZKHQ� �������
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PHUFKDQGLVH�IURP�D�QRQ�1$)7$�FRXQWU\�LV�IXUWKHU�SURFHVVHG�LQ�D�1$)7$�FRXQWU\��WKH
PHUFKDQGLVH�LV�VWLOO�FODVVLILDEOH�LQ���������DQG�LW�ZLOO�QRW�TXDOLI\�IRU�1$)7$�VWDWXV�
1R�WDULII�VKLIW�KDV�WDNHQ�SODFH�

)XUWKHUPRUH��1$)7$�VWDWXV�ZRXOG�QRW�DSSO\�WR�OLPHVWRQH�ZKLFK�LV�VLPSO\�FXW
RU�VDZQ�ZLWK�D�IODW�RU�HYHQ�VXUIDFH��FXW�EH\RQG�WKH�SRLQW�DOORZDEOH�LQ�&KDSWHU�����LQ
D�QRQ�1$)7$�FRXQWU\�����������DQG�WKHQ�VXEMHFWHG�WR�DQ\�IRUP�RI�IXUWKHU�SURFHVVLQJ
LQ�D�1$)7$�FRXQWU\�����������

([DPSOH����/LPHVWRQH�LV�JURXQG��EHYHOHG�RU�FKDPIHUHG�LQ�,WDO\����������
DQG�WKHQ�SROLVKHG�LQ�&DQDGD�������������,V�WKLV�PHUFKDQGLVH�HOLJLEOH�IRU
D�UHGXFHG�UDWH�RI�GXW\�XQGHU�1$)7$"

$QVZHU��1R���,Q�WKLV�VLWXDWLRQ�QR�WDULII�VKLIW�KDV�WDNHQ�SODFH�DQG�WKH
PHUFKDQGLVH�GRHV�QRW�TXDOLI\�IRU�1$)7$�VWDWXV�

([DPSOH� ���/LPHVWRQH� LV� VLPSO\� FXW� RU� VDZQ�ZLWK�D� IODW� RU� HYHQ� VXUIDFH� LQ
*UHHFH�������������,W�LV�WKHQ�EHYHOHG�RU�SROLVKHG�LQ�&DQDGD��������������'RHV�WKLV
SURGXFW�TXDOLI\�IRU�1$)7$�VWDWXV"

$QVZHU��1R��7KH�VKLIW�IURP�VXEKHDGLQJ���������WR�VXEKHDGLQJ���������LV�QRW�DQ
DOORZDEOH�WDULII�VKLIW�XQGHU�1$)7$�

68%+($',1*��������

&UXGH� RU� URXJKO\� WULPPHG� JUDQLWH� ���������� IURP� D� QRQ�1$)7$� FRXQWU\
FRQYHUWHG�LQWR�ZRUNHG�JUDQLWH�����������LQ�D�1$)7$�FRXQWU\�ZRXOG�EH�HOLJLEOH�IRU
1$)7$�WUHDWPHQW���$Q\�VKLIW�IURP�KHDGLQJ������WR�KHDGLQJ������LV�SHUPLWWHG�XQGHU
1$)7$�

+RZHYHU��ZKHQ�JUDQLWH�LV�SURFHVVHG�LQ�D�QRQ�1$)7$�FRXQWU\�WR�D�SRLQW�ZKHUH
LW�LV�FODVVLILDEOH�LQ�VXEKHDGLQJ���������DQG�DGGLWLRQDO�SURFHVVLQJ�LV�WKHQ�SHUIRUPHG�LQ
D�1$)7$�FRXQWU\� �ZLWK�WKH�FODVVLILFDWLRQ�UHPDLQLQJ� LQ����������� WKH�PHUFKDQGLVH
ZRXOG�QRW�EH�HOLJLEOH�IRU�1$)7$�WUHDWPHQW�EHFDXVH�QR�WDULII�VKLIW�KDV�WDNHQ�SODFH���,Q
DGGLWLRQ��1$)7$�VWDWXV�GRHV�QRW�DSSO\�WR�JUDQLWH�ZKLFK�LV�VLPSO\�FXW�RU�VDZQ�ZLWK�D
IODW�RU�HYHQ�VXUIDFH��FXW�EH\RQG�WKH�SRLQW�DOORZDEOH�LQ�&KDSWHU�����LQ�D�QRQ�1$)7$
FRXQWU\� ���������� DQG� WKHQ� VXEMHFWHG� WR� IXUWKHU� SURFHVVLQJ� LQ� D� 1$)7$� FRXQWU\
����������

([DPSOH����&UXGH�RU�URXJKO\�WULPPHG�JUDQLWH�IURP�6SDLQ�����������LV
SROLVKHG�� JURXQG� RU� FKDPIHUHG� LQ� &DQDGD� ����������� � ,V� WKLV
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PHUFKDQGLVH�HOLJLEOH�IRU�D�UHGXFHG�UDWH�RI�GXW\�XQGHU�1$)7$"

$QVZHU��<HV��7KH�VKLIW�IURP���������WR���������LV�DOORZDEOH��$Q\�VKLIW
IURP�KHDGLQJ������WR�KHDGLQJ��������LQ�IDFW��DQ\�VKLIW�IURP�&KDSWHU���
WR�&KDSWHU�����ZRXOG�EH�SHUPLWWHG�XQGHU�*HQHUDO�1RWH����W��

([DPSOH����*UDQLWH�LV�JURXQG��EHYHOHG�RU�FKDPIHUHG�LQ��,WDO\����������
DQG�WKHQ�SROLVKHG�LQ�&DQDGD������������'RHV�WKLV�PHUFKDQGLVH�TXDOLI\
IRU�1$)7$�VWDWXV"

$QVZHU��1R��$�WDULII�VKLIW�KDV�QRW�WDNHQ�SODFH�

([DPSOH����*UDQLWH�LV�VLPSO\�FXW�RU�VDZQ�ZLWK�D�IODW�RU�HYHQ�VWDWXV
����������LQ�,WDO\���,W�LV�WKHQ�EHYHOHG�RU�SROLVKHG�LQ�&DQDGD�������������,V
WKLV�PHUFKDQGLVH�HOLJLEOH�IRU�D�UHGXFHG�UDWH�RI�GXW\�XQGHU�1$)7$"

$QVZHU��1R��7KH�VKLIW�IURP�VXEKHDGLQJ���������WR�VXEKHDGLQJ��������
LV�QRW�DQ�DOORZDEOH�WDULII�VKLIW�XQGHU�1$)7$��+RZHYHU��JUDQLWH�ZKLFK
LV� ´PHUHO\� FXW�� E\� VDZLQJ� RU� RWKHUZLVH�� LQWR� EORFNV� RU� VODEV� RI� D
UHFWDQJXODU�VKDSHµ�LQ�D�QRQ�1$)7$�FRXQWU\�����������DQG�WKHQ�IXUWKHU
ZRUNHG�LQ�DQ\�ZD\��H�J���EHYHOHG��SROLVKHG��HWF���LQ�D�1$)7$�FRXQWU\
����������ZRXOG� TXDOLI\� IRU�1$)7$� WUHDWPHQW�� VLQFH� WKH� VKLIW� IURP
KHDGLQJ������WR�KHDGLQJ������LV�DQ�DOORZDEOH�WDULII�VKLIW�

6LQFH�VKLIWV�IURP�KHDGLQJ������WR�KHDGLQJ������DUH�SHUPLVVLEOH�XQGHU�1$)7$
ZKLOH�VKLIWV�IURP�WKH��������SURYLVLRQV�WR�WKH��������SURYLVLRQV�DUH�QRW�DOORZDEOH��LW
LV�FUXFLDO�WKDW�ZH�XQGHUVWDQG�WKH��GLVWLQFWLRQ�EHWZHHQ�WKH�W\SH�RI�FXWWLQJ�DQG�VDZLQJ
GHVFULEHG�LQ�KHDGLQJ������DQG�WKH�W\SH�RI�FXWWLQJ�DQG�VDZLQJ�UHIHUUHG�WR�LQ�WKH�������
SURYLVLRQV�

:KLOH�VLPSOH�FXWWLQJ�IURP�WKH�TXDUU\�EORFN�LV�DOORZDEOH�IRU�VWRQH�FODVVLILDEOH�LQ
&KDSWHU� ���� DQ\� FXWWLQJ�ZKLFK� JRHV� EH\RQG� WKLV� SRLQW� �H�J��� VPRRWKLQJ� WKH� VWRQH�
UHTXLUHV� WKDW� WKH� PHUFKDQGLVH� EH� FODVVLILHG� LQ� &KDSWHU� ���� � 6HH� RXU� SUHYLRXV
SXEOLFDWLRQV�RQ�WKH�FODVVLILFDWLRQ�RI�VWRQH��0$5%/(�DQG�*5$1,7(��DV�ZHOO�DV�WKH
([SODQDWRU\�1RWHV�RQ�KHDGLQJV������������DQG������IRU�GHWDLOV�RQ�WKH�W\SH�RI�FXWWLQJ
SHUPLWWHG� LQ� &KDSWHU� ��� DQG� WKH� W\SH� RI� FXWWLQJ� ZKLFK� GLFWDWHV� FODVVLILFDWLRQ� LQ
&KDSWHU����

68%+($',1*��������
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7KH� SULQFLSOHV� H[SODLQHG� DERYH� DOVR� DSSO\� WR� RWKHU�ZRUNHG�PRQXPHQWDO� RU
EXLOGLQJ� VWRQH� �H�J��� VHUSHQWLQH��EDVDOW��GLRULWH��GLDEDVH�� JDEEUR�� V\HQLWH� RU�JQHLVV�
FODVVLILDEOH�LQ�VXEKHDGLQJ���������

&UXGH�RU�URXJKO\�WULPPHG�VHUSHQWLQH��EDVDOW��GLRULWH��GLDEDVH��JDEEUR��V\HQLWH
RU�JQHLVV� ���������� IURP�D�QRQ�1$)7$�FRXQWU\� FRQYHUWHG� LQWR�ZRUNHG� VHUSHQWLQH�
EDVDOW��GLRULWH��GLDEDVH��JDEEUR��V\HQLWH�RU�JQHLVV�����������LQ�D�1$)7$�FRXQWU\�ZRXOG
EH�HOLJLEOH�IRU�1$)7$�WUHDWPHQW���7KH�FKDQJH�LQ�FODVVLILFDWLRQ�IURP�KHDGLQJ������WR
KHDGLQJ������LV�DQ�DOORZDEOH�WDULII�VKLIW�XQGHU�1$)7$�

+RZHYHU��ZKHQ���������PHUFKDQGLVH� IURP�D�QRQ�1$)7$�FRXQWU\� LV� IXUWKHU
SURFHVVHG� LQ�D�1$)7$�FRXQWU\� �ZLWK� WKH� FODVVLILFDWLRQ� UHPDLQLQJ� LQ����������� WKH
PHUFKDQGLVH�ZRXOG�QRW�EH�HOLJLEOH�IRU�1$)7$�WUHDWPHQW�EHFDXVH�QR�WDULII�VKLIW�KDV
WDNHQ�SODFH��,Q�DGGLWLRQ��1$)7$�VWDWXV�ZRXOG�QRW�DSSO\�WR���������PHUFKDQGLVH�IURP
D�QRQ�1$)7$�FRXQWU\��VWRQH�ZKLFK�LV�VLPSO\�FXW�RU�VDZQ�ZLWK�D�IODW�RU�HYHQ�VXUIDFH
LQ�D�QRQ�1$)7$�FRXQWU\��FRQYHUWHG�LQWR���������PHUFKDQGLVH��L�H���VXEMHFWHG�WR�DQ\
IXUWKHU�ZRUNLQJ��LQ�D�1$)7$�FRXQWU\�

([DPSOH����&UXGH�RU�URXJKO\�WULPPHG�VHUSHQWLQH�IURP�7DLZDQ����������
LV� SROLVKHG�� JURXQG� RU� FKDPIHUHG� LQ� &DQDGD� ����������� � 'RHV� WKLV
PHUFKDQGLVH�TXDOLI\�IRU�1$)7$�VWDWXV"

$QVZHU��<HV��7KH�VKLIW�IURP���������WR���������LV�DOORZDEOH���$Q\�VKLIW
IURP�KHDGLQJ������WR�KHDGLQJ�������LQ�IDFW�DQ\�VKLIW�IURP�&KDSWHU����WR
&KDSWHU�����LV�SHUPLWWHG�XQGHU�*HQHUDO�1RWH����W��

([DPSOH����*DEEUR�LV�JURXQG��EHYHOHG��RU�FKDPIHUHG�LQ�*UHHFH����������
DQG� WKHQ� SROLVKHG� LQ� &DQDGD� ����������� � ,V� WKLV� VWRQH� HOLJLEOH� IRU� D
UHGXFHG�UDWH�RI�GXW\�XQGHU�1$)7$"

$QVZHU��1R��,Q�WKLV�VLWXDWLRQ�QR�WDULII�VKLIW�KDV�WDNHQ�SODFH�DQG�WKH
PHUFKDQGLVH�ZRXOG�QRW�TXDOLI\�IRU�1$)7$�VWDWXV��

([DPSOH����%DVDOW�LV�VLPSO\�FXW�RU�VDZQ�ZLWK�D�IODW�RU�HYHQ�VXUIDFH�LQ
,WDO\�������������,W�LV�WKHQ�EHYHOHG�RU�SROLVKHG�LQ�&DQDGD�������������'RHV
WKLV�VWRQH�TXDOLI\�IRU�1$)7$�VWDWXV"

$QVZHU��1R��7KH�FKDQJH�LQ�FODVVLILFDWLRQ�IURP�VXEKHDGLQJ���������WR
VXEKHDGLQJ���������LV�QRW�DQ�DOORZDEOH�WDULII�VKLIW�XQGHU�1$)7$�

>3OHDVH�QRWH�WKDW�RXU�GLVFXVVLRQ�RI�ZRUNHG�VHUSHQWLQH�FODVVLILDEOH�LQ��������
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UHIHUV�WR�EXLOGLQJ�VWRQH��L�H���VODEV�DQG�WLOHV��RI�VHUSHQWLQH���$UWLFOHV�RI�VHUSHQWLQH�DUH
FODVVLILDEOH�LQ�VXEKHDGLQJ�����������6HH�RXU�SUHYLRXV�SXEOLFDWLRQ�RQ�0$5%/(�IRU
PRUH�GHWDLOHG�LQIRUPDWLRQ�RQ�WKH�FODVVLILFDWLRQ�RI�VHUSHQWLQH�SURGXFWV�@

+($',1*�����

:RUNHG�PRQXPHQWDO�RU�EXLOGLQJ�VWRQH�LV�FODVVLILDEOH�LQ�KHDGLQJ������DVVXPLQJ
WKH�VWRQH�LV�QDWXUDO���+RZHYHU��DUWLILFLDO�VWRQH�LV�FODVVLILDEOH�LQ�KHDGLQJ��������7KH
([SODQDWRU\�1RWHV�WR�KHDGLQJV������DQG������LQGLFDWH�WKDW�DUWLILFLDO�VWRQH�LV�IRUPHG
ZKHQ�SLHFHV�RI�QDWXUDO�VWRQH�RU�FUXVKHG�RU�SRZGHUHG�QDWXUDO�VWRQH��H�J���OLPHVWRQH�
JUDQLWH��PDUEOH��LV�DJJORPHUDWHG�ZLWK�SODVWLFV��FHPHQW��OLPH�RU�RWKHU�ELQGHUV�

8QGHU�*HQHUDO�1RWH����W���WDULII�VKLIWV�WR�KHDGLQJ������IURP�RWKHU�FKDSWHUV�DUH
SHUPLWWHG�� � :KHQ� SLHFHV� RI� QDWXUDO� VWRQH� RU� FUXVKHG� RU� JURXQG� QDWXUDO� VWRQH
�FODVVLILDEOH�LQ�&KDSWHU�����IURP�D�QRQ�1$)7$�FRXQWU\�DQG�SODVWLF�UHVLQV��&KDSWHU����
IURP� D� QRQ�1$)7$� FRXQWU\� DUH� DJJORPHUDWHG� WR� IRUP� DUWLILFLDO� VWRQH� ������� LQ� D
1$)7$�FRXQWU\��WKLV�PHUFKDQGLVH�ZRXOG�EH�HOLJLEOH�IRU�1$)7$�WUHDWPHQW���+RZHYHU�
*HQHUDO�1RWH����GRHV�QRW�SHUPLW�WDULII�VKLIWV�IURP�VXEKHDGLQJ�WR�VXEKHDGLQJ�ZLWKLQ
KHDGLQJ������

7+(�,03257(5
6�5(63216,%,/,7,(6

$Q�LPSRUWHU�ZKR�SXUFKDVHV�PRQXPHQWDO�RU�EXLOGLQJ�VWRQH�IURP�D�ILUP
LQ� D� 1$)7$� FRXQWU\� VKRXOG� KDYH� DQ� XQGHUVWDQGLQJ� RI� WKH� SULQFLSOHV� RI
1$)7$�HOLJLELOLW\���3ULRU�WR�LPSRUWDWLRQ��RQH�VKRXOG�GHWHUPLQH�WKH�SUHFLVH
PDQQHU�LQ�ZKLFK�WKH�VWRQH�ZDV�TXDUULHG�DQG�SURFHVVHG���7KH�LPSRUWHU�VKRXOG
YHULI\�WKDW�WKH�IRUHLJQ�VKLSSHU�KDV�LQIRUPDWLRQ�RQ�HDFK�VWHS�LQ�WKH�SURFHVVLQJ
RI�WKH�VWRQH�DQG�WKH�FRXQWU\�LQ�ZKLFK�HDFK�VWHS�ZDV�SHUIRUPHG���$�1$)7$
FODLP�VKRXOG�EH�PDGH�RQO\�LI�WKH�LPSRUWHU�LV�FHUWDLQ�WKDW�WKH�VKLSSHU�KDV
LQIRUPDWLRQ�ZKLFK�LQGLFDWHV�WKDW�WKH�VWRQH�LV�HOLJLEOH�IRU�1$)7$�VWDWXV�XQGHU
*HQHUDO�5XOH������RI�WKH�+76�

,I�D�1$)7$�FODLP�LV�PDGH��WKH�ILOHU�RI�WKH�HQWU\�PXVW�SRVVHVV�D�FHUWLILFDWH�RI
RULJLQ�� � �7KLV�GRFXPHQW�PXVW�EH� VLJQHG�E\� WKH� VKLSSHU� RI� WKH�PHUFKDQGLVH��� �8�6�
&XVWRPV�PD\� UHTXHVW� WKH� ILOHU� RI� WKH�HQWU\� WR� VXEPLW� WKH� FHUWLILFDWH� RI� RULJLQ�� � ,Q
DGGLWLRQ�� 8�6�� &XVWRPV� PD\� DVN� WKH� VKLSSHU� LQ� WKH� 1$)7$� FRXQWU\� IRU� SUHFLVH
LQIRUPDWLRQ�RQ�HYHU\�VWHS�LQ�WKH�SURFHVVLQJ�RI�WKH�VWRQH�LQ�RUGHU�WR�GHWHUPLQH�ZKHWKHU
RU�QRW�WKH�PHUFKDQGLVH�LV�HOLJLEOH�IRU�1$)7$�VWDWXV�

$Q�LPSRUWHU�ZKR�LV�PDNLQJ�D�1$)7$�FODLP�VKRXOG�NQRZ�ZKHWKHU�RU�QRW�HYHU\
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VWHS�LQ�WKH�TXDUU\LQJ�DQG�ZRUNLQJ�RI�WKH�VWRQH�ZDV�SHUIRUPHG�LQ�WKH�1$)7$�FRXQWU\�
,I� VRPH�ZRUN�ZDV�GRQH� LQ� D� QRQ�1$)7$� FRXQWU\�ZKLOH� RWKHU� VWHSV�ZHUH
SHUIRUPHG� LQ� D� 1$)7$� FRXQWU\�� WKH� LPSRUWHU� PXVW� EH� FHUWDLQ� WKDW� WKH
VXSSOLHU�KDV�LQIRUPDWLRQ�ZKLFK�SURYHV�WKDW�D�SHUPLVVLEOH�WDULII�VKLIW�WRRN
SODFH���7KH�VXSSOLHU�PXVW�UHWDLQ�DOO�GRFXPHQWV�DQG�UHFRUGV��LQYRLFHV��ELOOV�RI
ODGLQJ��RWKHU�VKLSSLQJ�GRFXPHQWV��WKDW�UHIOHFW�WKH�VKLSPHQW�DQG�SXUFKDVH�RI
VWRQH�IURP�D�QRQ�1$)7$�FRXQWU\�ZKLFK�LV�WKHQ�IXUWKHU�ZRUNHG�LQ�D�1$)7$
FRXQWU\���7KH�VXSSOLHU�PXVW�UHWDLQ�DOO�UHFRUGV�DQG�GRFXPHQWV�WKDW�LQGLFDWH
WKH�PDQQHU�LQ�ZKLFK�WKH�VWRQH�ZDV�ZRUNHG�LQ�WKH�QRQ�1$)7$�FRXQWU\�DQG
WKH�PDQQHU�LQ�ZKLFK�LW�ZDV�IXUWKHU�ZRUNHG�LQ�WKH�1$)7$�FRXQWU\�

2IWHQ�D�VXSSOLHU�RI�VWRQH�IURP�D�1$)7$�FRXQWU\�GHDOV�LQ�VWRQHV�ZKLFK�TXDOLI\
IRU�1$)7$�WUHDWPHQW�DV�ZHOO�DV�VWRQHV�ZKLFK�GR�QRW�TXDOLI\�� �6RPH�SURGXFWV�PD\
XQGHUJR� DOORZDEOH� WDULII� VKLIWV� ZKLOH� RWKHUV� GR� QRW�� � 7KHUHIRUH�� LQ� RUGHU� WR� DOORZ
&XVWRPV�WR�YHULI\�1$)7$�FODLPV��LW�ZRXOG�EH�KHOSIXO�LI�WKH�ILUP�LQ�WKH�1$)7$�FRXQWU\
PDLQWDLQV�VHSDUDWH�VWRUDJH�DQG�SURFHVVLQJ�IDFLOLWLHV�IRU�WKHVH�LWHPV��,I�DOO�WKH�VWRQHV
DUH�VLPSO\�VWRUHG�DQG�SURFHVVHG�WRJHWKHU�DQG�WKH�ILUP�IDLOV�WR�GRFXPHQW�WKH�SUHFLVH
ZRUN�SHUIRUPHG�RQ�HDFK��ZH�ZLOO�EH�XQDEOH�WR��YHULI\�WKH�PHULWV�RI�WKH�1$)7$�FODLPV�
8�6��&XVWRPV�PXVW�EH�DEOH�WR��WUDFN�WKH�FRPSOHWH�KLVWRU\�RI�D�SDUWLFXODU�VWRQH�DQG
GHWHUPLQH�WKH�SUHFLVH�ZRUN�ZKLFK�ZDV�SHUIRUPHG�LQ�WKH�1$)7$�FRXQWU\�

1HYHUWKHOHVV��HYHQ�LI�WKH�VWRQHV�ZKLFK�TXDOLI\�IRU�1$)7$�WUHDWPHQW�DQG
WKRVH�ZKLFK�IDLO�WR�TXDOLI\�DUH�VWRUHG�DQG�SURFHVVHG�WRJHWKHU��8�6��&XVWRPV
ZLOO�EH�DEOH�WR�YHULI\�ZKHWKHU�RU�QRW�WKH�PHUFKDQGLVH�LV�1$)7$�HOLJLEOH�LI�WKH
ILUP�LQ�WKH�1$)7$�FRXQWU\�PDLQWDLQV�FOHDU�UHFRUGV�RI�WKH�ORW�QXPEHUV�DQG
VW\OH�QXPEHUV�IRU�HDFK�VWRQH���,W�LV�FUXFLDO�WKDW�WKHVH�QXPEHUV�IROORZ�HDFK
VWRQH�DW�HYHU\�VWDJH�LQ�WKH��SURFHVVLQJ�RI�WKH�PHUFKDQGLVH���7KLV�ZRXOG�HQDEOH
8�6��&XVWRPV�WR��YHULI\�HYHU\�RSHUDWLRQ�WKDW�LV�SHUIRUPHG�RQ�D�SDUWLFXODU
VWRQH�DQG��WR�GHWHUPLQH�ZKHWKHU�RU�QRW�DQ�DOORZDEOH�WDULII�VKLIW�KDV�WDNHQ
SODFH���+RZHYHU��LI�WKH�UHFRUGV�IRU�GLIIHUHQW�VWRQHV�DUH�FRQIXVHG�DQG�ZH�DUH
XQDEOH�WR�IROORZ�HDFK�VWHS�LQ�WKH�ZRUN�SHUIRUPHG�RQ�D�SDUWLFXODU�SURGXFW��ZH
ZLOO� QRW� EH� DEOH� WR� GHWHUPLQH� ZKHWKHU� WKH� LWHP� TXDOLILHV� IRU� 1$)7$
WUHDWPHQW�

7KH�LPSRUWHU�VKRXOG�NQRZ�ZKLFK�WDULII�VKLIWV�DUH�DOORZDEOH�DQG�ZKLFK�WDULII
VKLIWV�DUH�LPSHUPLVVLEOH�XQGHU�*HQHUDO�5XOH����W����1$)7$�FODLPV�PD\�EH�PDGH�ZKHQ
����� RU� ����� PHUFKDQGLVH� IURP� D� QRQ�1$)7$� FRXQWU\� LV� FRQYHUWHG� LQWR� ����
PHUFKDQGLVH�LQ�D�1$)7$�FRXQWU\���+RZHYHU��1$)7$�FODLPV�PD\�QRW�EH�PDGH�LQ�DQ\
RI�WKH�IROORZLQJ�VLWXDWLRQV�

���:KHQ� ������� VWRQH� IURP�D� QRQ�1$)7$� FRXQWU\� LV� FRQYHUWHG� LQWR� ������
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VWRQH�LQ�D�1$)7$�FRXQWU\�

���:KHQ��������VWRQH�IURP�D�QRQ�1$)7$�FRXQWU\�LV�IXUWKHU�ZRUNHG�LQ�D�1$)7$
FRXQWU\�ZLWK�WKH�FODVVLILFDWLRQ�UHPDLQLQJ�LQ�WKH��������SURYLVLRQV�

���:KHQ���������VWRQH�IURP�D�QRQ�1$)7$�FRXQWU\�LV�FRQYHUWHG�LQWR��������
VWRQH�LQ�D�1$)7$�FRXQWU\�

���:KHQ���������VWRQH�IURP�D�QRQ�1$)7$�FRXQWU\�LV�FRQYHUWHG�LQWR��������
VWRQH�LQ�D�1$)7$�FRXQWU\�

:KLOH� WDULII� VKLIWV� IURP�&KDSWHU���� WR�KHDGLQJ������DUH�SHUPLVVLEOH
XQGHU�1$)7$��VKLIWV�ZLWKLQ�&KDSWHU����DQG�VKLIWV�IURP�RQH�VXEKHDGLQJ�WR
DQRWKHU� ZLWKLQ� KHDGLQJ� ����� DUH� LPSHUPLVVLEOH�� � $Q� LPSRUWHU� PXVW
XQGHUVWDQG�WKHVH�SULQFLSOHV�EHIRUH�PDNLQJ�D�1$)7$�FODLP�

7KH� LPSRUWHU� VKRXOG� EH� DZDUH� RI� WKH� GLVWLQFWLRQV� EHWZHHQ� GLIIHUHQW� +76
VXEKHDGLQJV� IRU� VWRQH�� �7KHVH� FODVVLILFDWLRQ�GLVWLQFWLRQV� DUH� FUXFLDO� IDFWRUV� LQ� DQ\
GHWHUPLQDWLRQ�RI�ZKHWKHU�DQ�DOORZDEOH�WDULII�VKLIW�KDV�WDNHQ�SODFH���$Q�LPSRUWHU�RI
PRQXPHQWDO� DQG� EXLOGLQJ� VWRQH� VKRXOG� XQGHUVWDQG� WKH� GLIIHUHQFHV� EHWZHHQ
PHUFKDQGLVH�FODVVLILDEOH�LQ�&KDSWHU����DQG�PHUFKDQGLVH�FODVVLILDEOH�LQ�KHDGLQJ������
,Q� DGGLWLRQ�� WKH� LPSRUWHU� VKRXOG� XQGHUVWDQG� WKH� GLVWLQFWLRQV� EHWZHHQ� GLIIHUHQW
VXEKHDGLQJV�ZLWKLQ�&KDSWHU����DQG�GLIIHUHQW�VXEKHDGLQJV�ZLWKLQ�KHDGLQJ������

$�JUHDW�GHDO�RI�VWRQH�HOLJLEOH�IRU�1$)7$�WUHDWPHQW�LV�SURGXFHG�LQ�WKH
1$)7$�FRXQWULHV���+RZHYHU��WKH�1$)7$�FRXQWULHV�DOVR�LPSRUW�D�JUHDW�GHDO
RI�VWRQH�IURP�QRQ�1$)7$�FRXQWULHV���,Q�VRPH�LQVWDQFHV�WKLV�VWRQH�LV�ZRUNHG
VXIILFLHQWO\�LQ�WKH�1$)7$�FRXQWU\�WR�SHUPLW�1$)7$�WUHDWPHQW���+RZHYHU��LQ
RWKHU� LQVWDQFHV� WKH�QRQ�1$)7$�VWRQH� LV�QRW�ZRUNHG�DW�DOO� LQ� WKH�1$)7$
FRXQWU\�RU�WKH�ZRUN�ZKLFK�WDNHV�SODFH�GRHV�QRW�FRQVWLWXWH�DQ�DOORZDEOH�WDULII
VKLIW���7KHUHIRUH��ZKHQ�ERWK�1$)7$�DQG�QRQ�1$)7$�FRXQWULHV�DUH�LQYROYHG
LQ�WKH�SURGXFWLRQ�RI�WKH�VWRQH��LQIRUPDWLRQ�RQ�WKH�SUHFLVH�ZRUN�SHUIRUPHG�LQ
HDFK�FRXQWU\�LV�FUXFLDO���7KH�VKLSSHU�LQ�WKH�1$)7$�FRXQWU\�VKRXOG�NHHS�FOHDU
UHFRUGV�GRFXPHQWLQJ�HDFK�VWHS�LQ�WKH�SURFHVVLQJ�RI�WKH�VWRQH�DQG�WKH�FRXQWU\
LQ�ZKLFK�HDFK�VWHS�WDNHV�SODFH�

:KHQ�ERWK�1$)7$�DQG�QRQ�1$)7$�FRXQWULHV�DUH�LQYROYHG�LQ�WKH�SURGXFWLRQ�RI
D�VWRQH��WKH�LPSRUWHU�VKRXOG�NQRZ�WKH�SUHFLVH�IRUP�RI�WKH�VWRQH�ZKHQ�LW�ZDV�VKLSSHG
IURP� WKH� QRQ�1$)7$� FRXQWU\� WR� WKH�1$)7$� FRXQWU\�� HYHU\� VWHS�ZKLFK�ZDV� WKHQ
SHUIRUPHG� LQ� WKH�1$)7$�FRXQWU\�DQG� WKH� ILQDO� IRUP� LQ�ZKLFK� WKH�PHUFKDQGLVH� LV
VKLSSHG� WR� WKH�8QLWHG�6WDWHV�� �7KLV� LQIRUPDWLRQ� LV�HVVHQWLDO� WR�D�GHWHUPLQDWLRQ�RI
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ZKHWKHU�RU�QRW�D�1$)7$�FODLP�FDQ�EH�PDGH�

3ULRU�WR�WKH�LPSRUWDWLRQ�RI�D�SDUWLFXODU�VWRQH�SURGXFW��DQ�LPSRUWHU�RU�D�IRUHLJQ
VXSSOLHU�ZKR�LV�QRW�FHUWDLQ�UHJDUGLQJ�WKH�1$)7$�VWDWXV�RI�WKLV�LWHP�PD\�UHTXHVW�WKDW
8�6��&XVWRPV�LVVXH�D�ELQGLQJ�UXOLQJ�RQ�WKH�1$)7$�HOLJLELOLW\�RI�WKH�PHUFKDQGLVH���7KH
UXOLQJ�UHTXHVW�VKRXOG�LQFOXGH�LQIRUPDWLRQ�RQ�WKH�H[DFW�PDQQHU�LQ�ZKLFK�WKH�VWRQH�ZDV
ZRUNHG���,I�WKH�SURGXFWLRQ�RI�WKH�VWRQH�WRRN�SODFH�LQ�PRUH�WKDQ�RQH�FRXQWU\��WKH�UXOLQJ
UHTXHVW�VKRXOG�LQGLFDWH�WKH�FRXQWU\�LQ�ZKLFK�HDFK�VWHS�LQ�WKH�SURFHVVLQJ�RI�WKH�VWRQH
WRRN�SODFH�

7KH�UXOLQJ�UHTXHVW�VKRXOG�DOVR�LQFOXGH�D�VDPSOH�RI�WKH�LWHP���,I�WKH�SURGXFW�LV�WRR
ODUJH�WR�VXEPLW�DV�D�VDPSOH��WKH�LQTXLUHU�VKRXOG�VXEPLW�D�SRUWLRQ�RI�WKH�VWRQH�ZKLFK
LQFOXGHV�VHFWLRQV�RI�WKH�IDFH�DV�ZHOO�DV�WKH�VLGH��RU�HGJH��DQG�FRUQHU�

,192,&,1*�5(48,5(0(176

,QYRLFLQJ� UHTXLUHPHQWV� IRU� LPSRUWDWLRQV� RI� PRQXPHQWDO� RU� EXLOGLQJ� VWRQH
LQYROYLQJ�1$)7$�FODLPV�DUH�WKH�VDPH�DV�WKH�JHQHUDO�LQYRLFLQJ�UHTXLUHPHQWV�IRU�VWRQH
GLVFXVVHG�LQ�RXU�SUHYLRXV�SXEOLFDWLRQV���6HH�RXU�,QIRUPHG�&RPSOLDQFH�3XEOLFDWLRQV�RQ
0$5%/(�DQG�*5$1,7(���$OVR�SOHDVH�VHH�6HFWLRQ��������RI�WKH�&XVWRPV�5HJXODWLRQV
����&�)�5����������IRU�JHQHUDO�LQYRLFLQJ�UHTXLUHPHQWV�

7KH�VW\OH�QXPEHU�RU�EUDQG�QDPH�RI�WKH�VWRQH�LV�YHU\�LPSRUWDQW�DQG�LW�ZRXOG�EH
KHOSIXO�LI�WKLV�LQIRUPDWLRQ�DSSHDUV�RQ�WKH�LQYRLFH�DORQJ�ZLWK�WKH�PDUNV��QXPEHUV�DQG
V\PEROV�ZKLFK�UHSUHVHQW�WKLV�PHUFKDQGLVH���,Q�DGGLWLRQ��WKH�LQYRLFH�VKRXOG�LQGLFDWH�WKH
JHRORJLFDO�QDWXUH�RI�WKH�VWRQH��JUDQLWH��EDVDOW��JDEEUR��PDUEOH��OLPHVWRQH��VHUSHQWLQH�
HWF���DV�ZHOO�DV�WKH�XQLW�YDOXH��WRWDO�YDOXH�RI�WKH�VKLSPHQW��TXDQWLW\�DQG�WHUPV�RI�VDOH�

)XUWKHUPRUH��WKH�LQYRLFH�VKRXOG�GHVFULEH�WKH�H[DFW�IRUP�RI�WKH�VWRQH�ZKLFK�LV
EHLQJ�LPSRUWHG�DQG�WKH�SUHFLVH�H[WHQW�WR�ZKLFK�LW�KDV�EHHQ�ZRUNHG���6LQFH�WKH�SUHFLVH
PDQQHU�LQ�ZKLFK�WKH�VWRQH�ZDV�ZRUNHG�LV�RIWHQ�FUXFLDO�WR�D�1$)7$�GHWHUPLQDWLRQ��RQH
VKRXOG�EH�DEOH�WR�DQVZHU�WKH�IROORZLQJ�TXHVWLRQV�EHIRUH�PDNLQJ�D�1$)7$�FODLP��,W
ZRXOG�EH�YHU\�KHOSIXO�LI�WKLV�LQIRUPDWLRQ�DSSHDUV�RQ�WKH�LQYRLFH�

���,V�WKH�SURGXFW�DQ�DUWLFOH��FUXGH�RU�URXJKO\�WULPPHG�VWRQH��FUXVKHG�RU�JURXQG
VWRQH��DQ�XQZRUNHG�VODE��D�ZRUNHG�VODE��HWF�"

���+DV�WKH�VWRQH�VLPSO\�EHHQ�FXW�IURP�WKH�TXDUU\�EORFN�RU�KDV�LW�EHHQ�IXUWKHU
ZRUNHG"��+DV�LW�EHHQ�SUHFLVLRQ�FXW��KRQHG��HGJH�ZRUNHG��EHYHOHG��GUHVVHG�ZLWK
D�WRRO��IXUURZHG��VDQG�GUHVVHG��SODQHG��JURXQG��SROLVKHG��FKDPIHUHG��PROGHG�



1$)7$�(OLJLELOLW\�IRU�%XLOGLQJ�6WRQH
0DUFK������

����

RUQDPHQWHG��FDUYHG��HWF�"��:KDW�LV�WKH�SUHFLVH�H[WHQW�WR�ZKLFK�WKH�VWRQH�KDV
EHHQ� ZRUNHG"� � �,W� ZRXOG� EH� YHU\� KHOSIXO� LI� WKH� LQYRLFH� SURYLGHV� DQ� H[DFW
GHVFULSWLRQ�RI�DOO�RSHUDWLRQV�DSSOLHG�WR�HLWKHU�WKH�IDFH�RU�HGJHV�RI�WKH�VWRQH��

���:KDW�LV�WKH�DUHD�DQG�WKLFNQHVV�RI�WKH�SURGXFW"

:KHQ�PRUH�WKDQ�RQH�FRXQWU\�LV�LQYROYHG�LQ�WKH�SURGXFWLRQ�RI�WKH�VWRQH��LW�LV�YHU\
KHOSIXO�LI�WKH�LQYRLFH�IURP�WKH�VHOOHU�LQ�WKH�1$)7$�FRXQWU\�SUHVHQWV�D�IXOO�DQG�DFFXUDWH
GHVFULSWLRQ�RI�WKH�PHUFKDQGLVH�LQFOXGLQJ�LQIRUPDWLRQ�RQ�WKH�SUHFLVH�PDQQHU�LQ�ZKLFK
WKH�VWRQH�ZDV�ZRUNHG�LQ�WKH�1$)7$�FRXQWU\���,W�LV�DOVR�LPSRUWDQW�WKDW�LQIRUPDWLRQ�RQ
WKH�SUHFLVH�H[WHQW�WR�ZKLFK�WKH�VWRQH�ZDV�ZRUNHG�LQ�WKH�QRQ�1$)7$�FRXQWU\�EH�SUHVHQW
RQ�WKH�LQYRLFH�UHSUHVHQWLQJ�WKH�VDOH�IURP�WKH�ILUP�LQ�WKH�QRQ�1$)7$�FRXQWU\�WR�WKH
FRPSDQ\�LQ�WKH�1$)7$�FRXQWU\�

7KH�RULJLQDO�LQYRLFH�IURP�WKH�QRQ�1$)7$�FRXQWU\��DV�ZHOO�DV�DQ\�RWKHU�VKLSSLQJ
GRFXPHQWV��VKRXOG�EH�UHWDLQHG�E\�WKH�ILUP�LQ�WKH�1$)7$�FRXQWU\���,Q�RUGHU�WR�DOORZ
8�6��&XVWRPV�WR�WUDFN�WKH�SUHFLVH�ZRUN�ZKLFK�ZDV�GRQH�LQ�HDFK�FRXQWU\��LW�LV�LPSRUWDQW
WKDW�WKH�VDPH�VW\OH�QXPEHU�RU�EUDQG�QDPH�EH�UHWDLQHG�WKURXJK�WKH�FKDLQ�RI�GRFXPHQWV
�L�H���WKH�LQYRLFH�IURP�WKH�VXSSOLHU�LQ�WKH�1$)7$�FRXQWU\�VKRXOG�XVH�WKH�VDPH�VW\OH
QXPEHU�ZKLFK�ZDV�XVHG�RQ�WKH�LQYRLFH�GRFXPHQWLQJ�WKH�VDOH�RI�WKH�RULJLQDO�VWRQH�IURP
WKH� QRQ�1$)7$� FRXQWU\��� %\� H[DPLQLQJ� DOO� WKH� GRFXPHQWV��ZH� VKRXOG� EH� DEOH� WR
GHWHUPLQH�WKH�H[WHQW�WR�ZKLFK�WKH�VWRQH�ZDV�ZRUNHG�LQ�HDFK�FRXQWU\�DQG�ZKHWKHU�RU
QRW�DQ�DOORZDEOH�WDULII�VKLIW�WRRN�SODFH�LQ�WKH�1$)7$�FRXQWU\�

,I� WKH� VXSSOLHU� LQ� WKH� 1$)7$� FRXQWU\� RULJLQDOO\� SXUFKDVHG� WKH� VWRQH� IURP
DQRWKHU�ILUP�LQ�WKH�1$)7$�FRXQWU\��WKH�VXSSOLHU�VKRXOG�UHWDLQ�WKH�LQYRLFH�IURP�WKH
ILUVW�ILUP�GRFXPHQWLQJ�WKH�SUHFLVH�ZRUN��ZKLFK�WKH�RULJLQDO�FRPSDQ\�SHUIRUPHG�RQ�WKH
VWRQH���,I��LQ�WXUQ��WKH�ILUVW�ILUP�LQ�WKH�1$)7$�FRXQWU\�KDG�SXUFKDVHG�WKH�VWRQH�IURP
D�FRPSDQ\�LQ�D�QRQ�1$)7$�FRXQWU\��WKH�LQYRLFH�DQG�RWKHU�GRFXPHQWV�UHSUHVHQWLQJ�WKH
RULJLQDO�VDOH�IURP�WKH�QRQ�1$)7$�FRXQWU\�PXVW�EH�UHWDLQHG���7KH�LQYRLFH�IURP�WKH�QRQ�
1$)7$�FRXQWU\�VKRXOG�GRFXPHQW�DOO�WKH�ZRUN�SHUIRUPHG�RQ�WKH�VWRQH�LQ�WKH�QRQ�
1$)7$�FRXQWU\�

ADDITIONAL INFORMATION

Customs Electronic Bulletin Board

The Customs Electronic Bulletin Board (CEBB) is an automated system which provides the
entire trade community with current, relevant information regarding Customs operations and items
of special interest.  It was established as another effort to promote the Customs Service as "trade



1$)7$�(OLJLELOLW\�IRU�%XLOGLQJ�6WRQH
0DUFK������

����

friendly" within the importing and exporting community. The CEBB posts timely information
including proposed regulations, news releases, Customs publications and notices, etc which may be
"downloaded" to your own PC.  The Customs Service does not charge the public to use the CEBB.
You only pay telephone charges.  The CEBB may be accessed by modem or through Customs Home
Page on the World Wide Web.  If you access it by modem, you must have a personal computer with
a modem. The CEBB supports modem speeds from 2400 to 28,800 baud.  Set up your terminal as
ANSI, set databits to 8, set parity to N and stopbits to 1. Dial (703) 921-6155 and log on with your
name and choose a password. After a few questions, you are set to get up-to-date information from
Customs.  If you have any questions about the CEBB, call (703) 921-6236.

The Internet

The Customs home page on the Internet’s World Wide Web --which began public operation
on August 1, 1996-- also provides the entire trade community with current, relevant information
regarding Customs operations and items of special interest.  It was established as another effort to
promote the Customs Service as "trade friendly" within the importing and exporting community. The
home page will post timely information including proposed and final regulations, rulings, news
releases, Customs publications and notices, etc., which may be searched, read online, printed or
"downloaded" to your own PC.  In addition, the CEBB (see above) may be accessed through our
Home Page.  The Customs Service does not charge the public for this service, although you will
need Internet access to use it.  The Internet address for Customs home page is
http://www.customs.ustreas.gov.

Customs Regulations

The current edition of  Customs Regulations of the United States,  in loose-leaf format, is
available by subscription from the Superintendent of Documents, U.S. Government Printing Office,
Washington, DC 20402.  The bound 1997 Edition of Title 19, Code of Federal Regulations, which
incorporates all changes to the Customs Regulations from April, 1996 through March, 1997 is also
available for sale from the same address. All proposed and final regulations are published in the
Federal Register which is published daily by the Office of the Federal Register, National Archives
and Records Administration, and distributed by the Superintendent of Documents. Information on
on-line access to the Federal Register may be obtained by calling (202) 512-1530 between 7 a.m.
and 5 p.m. Eastern time.  These notices are also published in the weekly Customs Bulletin described
below.

Customs Bulletin

The Customs Bulletin and Decisions ("Customs Bulletin") is a weekly publication which
contains decisions, rulings, regulatory proposals, notices and other information of interest to the
trade community.  It also contains decisions issued by the U. S. Court of International Trade and
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Customs related decisions of the U. S. Court of Appeals for the Federal Circuit. Bound volumes are
issued annually.  The Customs Bulletin is available for sale from the Superintendent of Documents.

Video Tapes

· The U.S. Customs Service has prepared a two hour video tape in VHS format to assist
Customs officers and members of the public in understanding the new Rules of Origin for Textiles
and Apparel Products which became effective on July 1, 1996.  Copies of this tape are available
from many trade organizations, customs brokers, consultants and law firms.  The tape may also be
purchased for $20.00 (U.S. funds) directly from the Customs Service (see below for ordering
information).

· In order to assist the trade, Customs has prepared a video tape entitled "Customs
Compliance: Why You Should Care."  This 30 minute tape is divided into two parts. Part I, almost
18 minutes in length, is designed to provide senior executives and others in importing and exporting
companies with an overview of some significant features of the Customs "Modernization Act" and
some major reasons for adopting new strategies for minimizing legal exposure under this Act. Part
II is intended primarily for compliance officers, legal departments and company officers involved
in importing and exporting. This latter Part, approximately 12 minutes in length, explains why
Customs and the trade can benefit from sharing responsibilities under Customs laws and it provides
viewers with some legal detail relating to record keeping, potential penalties for non-compliance,
and Customs Prior Disclosure program.

Part I features former Customs Commissioner George Weise, Assistant Commissioner for
Regulations and Rulings Stuart Seidel, and Motorola’s Vice President and Director of Corporate
Compliance, Mr. Jack Bradshaw.  Assistant Commissioner Seidel is the only speaker in Part II.  The
tape is priced at $15.00 including postage (see below for ordering information)�

Â�7KH�8��6��&XVWRPV�6HUYLFH�KDV�DOVR�SUHSDUHG�D����ò�PLQXWH�YLGHRWDSH��LQ�9+6�IRUPDW��RQ
$FFRXQW�0DQDJHPHQW��7KH�YLGHRWDSH�WLWOHG�$FFRXQW�0DQDJHPHQW��7HDP�%XLOGLQJ�IRU�:RUOG�7UDGH
FRQWDLQV�GLVFXVVLRQ�RQ�ZKDW�$FFRXQW�0DQDJHPHQW�LV��ZK\�WKHUH�LV�D�QHHG�IRU�$FFRXQW�0DQDJHPHQW�
DQG�GLVFXVVLRQV�ZLWK�&XVWRPV�$FFRXQW�0DQDJHUV�DQG�$FFRXQWV�UHODWLQJ�WR�WKH�EHQHILWV�RI�$FFRXQW
0DQDJHPHQW�IURP�ERWK�WKH�SHUVSHFWLYH�RI�WKH�&XVWRPV�6HUYLFH�DQG�WKH�7UDGH�&RPPXQLW\��7KH�WDSH
LV�SULFHG�DW��������LQFOXGLQJ�SRVWDJH��VHH�EHORZ�IRU�RUGHULQJ�LQIRUPDWLRQ��

9LGHR�7DSH�2UGHULQJ� ,QIRUPDWLRQ�� ,I� \RX� UHTXLUH� IXUWKHU� LQIRUPDWLRQ�� RU�ZRXOG� OLNH� WR
SXUFKDVH�RQH�RU�PRUH�WDSHV��SOHDVH�IRUZDUG�\RXU�ZULWWHQ�UHTXHVW�WR��8�6��&XVWRPV�6HUYLFH��2IILFH
RI�5HJXODWLRQV�DQG�5XOLQJV��6XLWH����$�������3HQQV\OYDQLD�$YHQXH��1:��:DVKLQJWRQ��'&�������
$WWQ��2SHUDWLRQDO�2YHUVLJKW�'LYLVLRQ���2UGHUV�PXVW�EH�DFFRPSDQLHG�E\�D�FKHFN�RU�PRQH\�RUGHU
GUDZQ�RQ�D�8�6��ILQDQFLDO�LQVWLWXWLRQ�DQG�PDGH�SD\DEOH�WR�8�6��&XVWRPV�6HUYLFH�
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,QIRUPHG�&RPSOLDQFH�3XEOLFDWLRQV

7KH�8��6��&XVWRPV�6HUYLFH�KDV�DOVR�SUHSDUHG�RWKHU�,QIRUPHG�&RPSOLDQFH�SXEOLFDWLRQV�LQ�WKH
:KDW�(YHU\�0HPEHU�RI�WKH�7UDGH�&RPPXQLW\�6KRXOG�.QRZ�$ERXW��VHULHV��ZKLFK�DUH�DYDLODEOH�IURP
WKH�&XVWRPV�(OHFWURQLF�%XOOHWLQ�%RDUG�DQG�WKH�&XVWRPV�+RPH�3DJH��VHH�DERYH����$V�RI�WKH�GDWH�RI
WKLV�SXEOLFDWLRQ��WKH�IROORZLQJ�ERRNOHWV�ZHUH�DYDLODEOH�

� )LEHUV�	�<DUQV
� %X\LQJ�	�6HOOLQJ�&RPPLVVLRQV
� 1$)7$� IRU� 7H[WLOHV� 	� 7H[WLOH

$UWLFOHV
� 5DZ�&RWWRQ
� &XVWRPV�9DOXDWLRQ
� 7H[WLOH�	�$SSDUHO�5XOHV�RI�2ULJLQ
� 'LVWLQJXLVKLQJ�%ROWV�IURP�6FUHZV
� 0XVKURRPV
� 0DUEOH
� 3HDQXWV
� &DYLDU
� %RQD� )LGH� 6DOHV� 	� 6DOHV� IRU

([SRUWDWLRQ
� &DYLDU
� *UDQLWH
� ,QWHUQDO�&RPEXVWLRQ�3LVWRQ�(QJLQHV
� 9HKLFOHV��3DUWV�DQG�$FFHVVRULHV

� $UWLFOHV�RI�:D[��$UWLILFLDO�6WRQH�DQG
-HZHOU\

� &ODVVLILFDWLRQ�RI�)HVWLYH�$UWLFOHV
� 7DULII�&ODVVLILFDWLRQ
� 5LEERQV�	�7ULPPLQJV
� )RRWZHDU
� $JULFXOWXUH�$FWXDO�8VH
� 5HDVRQDEOH�&DUH
� 'UDZEDFN
� /DPSV��/LJKWLQJ�	�&DQGOH�+ROGHUV
� $%&¶V�RI�3ULRU�'LVFORVXUH
� 5XOHV�RI�2ULJLQ
� 5HFRUGV � 	� 5HFRUGNHHSLQJ

5HTXLUHPHQWV
� :DVWH�	�6FUDS�RI�&KDSWHU���
� 1$)7$�(OLJLELOLW\�IRU�%XLOGLQJ�6WRQH
� Gloves

Check the Customs Electronic Bulletin Board and the Customs Home Page for more recent
publications.

Other Value Publications

Customs Valuation under the Trade Agreements Act of 1979 is a 96-page book containing
a detailed narrative description of the customs valuation system, the customs valuation title of the
Trade Agreements Act (§402 of the Tariff Act of 1930, as amended by the Trade Agreements Act
of 1979 (19 U.S.C. §1401a)), the Statement of Administrative Action which was sent to the U.S.
Congress in conjunction with the TAA, regulations (19 CFR §§152.000-152.108) implementing the
valuation system (a few sections of the regulations have been amended subsequent to the publication
of the book) and questions and answers concerning the valuation system.  A copy may be obtained
from the U.S. Customs Service, Office of Regulations and Rulings, Value Branch, 1300
Pennsylvania Avenue, N.W., Washington, D.C. 20229.
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Customs Valuation Encyclopedia (with updates) is comprised of relevant statutory
provisions, Customs Regulations implementing the statute, portions of the Customs Valuation Code,
judicial precedent, and administrative rulings involving application of valuation law.  A copy may
be purchased for a nominal charge from the Superintendent of Documents, Government Printing
Office, P.O. Box 371954, Pittsburgh, Pennsylvania 15250-7054.

Additional information may be obtained from Customs ports of entry.  Please consult your
telephone directory for a Customs office near you.  The listing will be found under U.S.
Government, Treasury Department.

The information provided in this publication is for general information purposes
only.  Recognizing that many complicated factors may be involved in customs issues,
an importer may wish to obtain a ruling under Customs Regulations, 19 CFR Part
177, or obtain advice from an expert (such as a licensed Customs Broker, attorney
or consultant) who specializes in Customs matters.  Reliance solely on the general
information in this pamphlet may not be considered reasonable care.

"Your Comments are Important"

The Small Business and Regulatory Enforcement Ombudsman and 10 regional Fairness Boards were
established to receive comments from small businesses about federal agency enforcement activities
and rate each agency’s responsiveness to small business.  If you wish to comment on the
enforcement actions of U.S. Customs, call 1-888-REG-FAIR (1-888-734-3247).


